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BAY CITY, MICHIGAN 


New store building completed in 1940, 
offering merchandise 5c to $1.00.— 
Consolidated two stores operating since 
1911 and 1925 at the same location. 



LINCOLN, NEBRASKA 

A new 5c to $1.00 store building erected 
in 1940 on the site of former 25c to $1.00 
store. A nearby 5 & 10c store was closed. 
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Detroit, Michigan 
February 10, 1941 


To the Stockholders of 
S. S. Kresge Company: 


We present this annual report on results of operations for the year 
1940, containing the Consolidated Balance Sheet and a statement of 
Consolidated Income of the S. S. Kresge Company and its subsidiaries— 
the S. S. Kresge Company, Limited, of Canada, and the Mt. Clemens 
Pottery Company. 


Sales Total sales for the year in U.S.A. and Canada were $158,- 
678,509, an increase of 3.10% over $153,911,145 in 1939. This 
percentage increase is the same as made in 1939 over 1938. Sales in 1940 
were largest in the Company’s history, exceeding those of 1929 by 
$2,221,777. 


Profits Net earnings for the year were $10,070,389 after all charges, 
depreciation, expenses and provisions for Federal and 
Dominion Taxes. These profits represent $1.82 per share on 5,517,881.7 
shares of Common Stock. Compared with 1939 earnings of $10,450,624, 
or $1.89 per share, the decrease is $380,235, caused by larger require¬ 
ments for taxes. 


Dividends During the year, cash dividends totaling $7,411,324 were 
paid to 23,455 shareholders. There were four quarterly 
payments at the rate of 30c per share, with an extra amount of 15c per 
share in March, 1940, making the total disbursement of $1.35 per share 
of Common Stock. 

Your Directors have taken action on the first quarterly dividend 
to be paid March 13, 1941, composed of a regular of 30c and an extra 
of 15c from 1940 earnings. 








Balance Sheet Under Current Assets, Cash and Securities are 
$27,715,346. Merchandise inventories increased 
from $18,777,986 to $20,092,857. These stocks are in prime condition 
and considered proper in amount for the sales outlook. 

Current Assets increased from $44,841,405 at the end of 1939 to 
$48,116,403. Current Liabilities also increased from $13,529,940 in 1939 
to $15,342,854. The ratio of Current Assets to Current Liabilities is 3.14 
to 1. These liabilities are larger, chiefly because of tax provisions. 

In 1940, the mortgage account was further reduced. The total re¬ 
maining is $2,284,975 of which $1,533,225 will be paid in 1941 and the 
balance of $751,750 will be retired at maturities. 

Surplus There was added to Surplus account $2,659,207, after pay¬ 
ment of dividends, increasing total Surplus to $59,731,662. 

Taxes Each year these take a larger portion of earnings. It is certain 
that taxes will be higher during the coming years because of 
government requirements in the program of defense. 

Taxes of all kinds were increased from $7,585,499 in 1939, to 
$8,559,691 for 1940, an increase of $974,192. Applied to sales, these 
amounts were 4.93% in 1939 and 5.39% in 1940. 

The principal causes were the increase in Normal 1 ax Rate and the 
new Excess Profits Tax levy. 

Profits from merchandising operations improved, but, after provi¬ 
sions for these taxes, the net amount remaining for dividends and Com¬ 
pany purposes was less than for the preceding year. 

Store In 1940, 11 new stores in new localities were estab- 

Developments lished, 5 stores were rebuilt and 29 were enlarged 

or otherwise improved. 14 branches were discon¬ 
tinued. 29 stores were combined, thus greatly increasing their space 
and service facilities. 

This program of modernization and consolidation goes on from year 
to year within a special budget for this purpose. Sales and profits result¬ 
ing testify to the value and importance of this work. Further improve¬ 
ments are scheduled for 1941. 

At the year end there were operating 682 stores in the United States 
and 61 in Canada—a total of 743. 





Retirement In 1938, stockholders were told of the Age Retirement 
Plan Plan adopted in April, 1937. This specified the retire¬ 

ment of Executives, Managers and Department Heads 
at age 63, but with no provision for rewards or pensions. 

Such plans are now prevalent in leading American enterprises and 
our Company, recognizing the trend and need for such an arrangement, 
is completing a plan for its employees. 

Accordingly, stockholders will be advised in the notice for the 
Annual Meeting on April 25, 1941, that this plan will be offered for their 
approval. Full details will be given then, but in advance you may be 
interested to learn that it is a modified contributory Insured Plan for 
both men and women in all phases of Company work. 

It is a comprehensive plan, and we believe it fair and due to the 
employees with long service records. 

Comment We are confident that Kresge Stores will share in the 
general expansion of retail trade. Larger sales volume is 
in prospect, but any prediction with respect to profits is futile until the 
tax question is settled and more is known of the rates to be applied. 

Your management will continue its best efforts to build for lasting 
stability. 

The results recorded here are due largely to the loyal and interested 
support of our entire personnel, striving constantly to improve and 
enlarge the services to our patrons and, to all, we express sincere 
appreciation. 



Chairman 



President 







3 Stores—BRITISH COLUMBIA 
3 Stores—ALBERTA 
3 Stores-SASKATCHEWAN 



5 Stores-NO. DAKOTA 

6 Stores—SO. DAKOTA 

6 Stores—NEBRASKA 

7 Stores—KANSAS 

14 Stores—MINNESOTA 

26 Stores—IOWA 

24 Stores—MISSOURI 

27 Stores-WISCONSIN 
80 Stores—ILLINOIS 


82 Stores—Mj 
37 Stores—IN 
9 Stores—KE 
73 Stores-O 
11 Stores—W 
1 3 Stores—VI 
65 Stores—PE 
7 Stores—M 
2 Stores—DE 























1 Store-MANITOBA 
38 Stores-ONTARIO 
13 Stores—QUEBEC 



ICHIGAN 

DIANA 

NTUCKY 

HIO 

VIRGINIA 

RGINIA 

NNSYLVANIA 

ARYLAND 

LAWARE 


6 Stores—MAINE 
2 Stores-NEW HAMPSHIRE 
2 Stores—VERMONT 
38 Stores—MASSACHUSETTS 
16 Stores—CONNECTICUT 
4 Stores-RHODE ISLAND 
90 Stores-NEW YORK 
21 Stores-NEW JERSEY 
9 Stores—DIST. OF COLUMBIA 













S. S. K R E S G E 

(A MICHIGAN 

AND SUBSIDIA 

CONSOLIDATED 

DECEMBER 


ASSETS 

Current Assets: 

Cash in banks, in transit and on hand $27,529,896.88 

U. S. A. and Canadian Government securities, at 
cost (quoted market value $198,859.85) 185,449.46 

Miscellaneous accounts receivable, less reserve 308,200.05 


Inventories of merchandise and materials on hand 
and in transit, at cost or market whichever lower 20,092,857.12 $ 48,116,403.51 


Claims, Investments, Etc.: 

Dividends received from closed bank deposited w ith 
Trustees, $207,092.38—fully reserved $ — 

Claims against closed banks, $145,696.46—fully 

reserved. — 

U. S. A. Government securities deposited in escrow, 
at cost (quoted market value $110,463.13) 98,746.64 

Mortgages receivable and miscellaneous securities, 
at cost, less reserve of $93,000 142,305.97 241,052.61 


Deferred Charges: 

Unamortized leasehold expenses, advance rentals, 
unexpired insurance, supplies and other prepaid 

expenses. 3,327,559.20 


Fixed Assets: 

Land and buildings, at cost $59,323,187.21 

Less —Reserve for depreciation 9,699,927.74 $49,623,259.47 

Leasehold improvements, at cost 

(portion unamortized). 20,785,647.60 

Fixtures and equipment, at cost $25,145,778.16 
Less —Reserve for depreciation 14,833,265.06 10,312,513.10 

Leaseholds, as valued in 1916 

(portion unamortized). 264,146.52 80,985,566.69 

$132,670,582.01 

Note: 

Net assets of the wholly-owned Canadian subsidiary company and the result of its operations are 
included in the consolidated balance sheet and related statement of income on the following basis: 
Current assets and current liabilities at the official rate of exchange at December 31, 1940; fixed 
and other assets at approximate rate of exchange at date of acquisition; long term liabilities at 
approximate rate of exchange at date incurred, and income accounts at the average rate of exchange 
(official rate in 1940) for the year, except for provision for depreciation and amortization which is 
included at rate applied to fixed assets. 

On this basis net assets of the Canadian subsidiary company at December 31, 1940 amounted to 
$11,012,237.02, consisting of net current assets of SI ,553,150.30 and fixed and other assets of 
$9,651,211.72 less long term liabilities of $192,125. Earned surplus of the Canadian subsidiary 
company, included in the consolidated earned surplus amounted at December 31, 1940 to 
$3,278,317.32 of which $438,955.84 was earned during the year 1940 and $618,464.14 during the 
year 1939. Exchange adjustments, amounting to a credit of $57,490.88 in 1940 and a debit of 
$158,962.25 in 1939, which arose from expressing the Canadian subsidiary company’s net assets in 
U. S. dollars, are reflected in earned surplus account. 


J. E. HEARST 
Comptroller 























COMPANY 

C OR PORATION) 

RY COMPANIES 

BALANCE SHEET 

3 1. 19 4 0 


LIABILITIES 

Current Liabilities: 

Accounts payable—trade. $ 

Accrued taxes, expenses and miscellaneous accounts 

payable. 

Provision for U. S. A. and Dominion of Canada 

income and excess profits taxes (estimated). 

Real estate mortgages and land contracts payable 
in 1941. 


5,103,525.79 

4,881,651.21 

3,824,451.44 

1,533,225.56 S 15,342,854.00 


Real Estate Mortgages and Land Contracts 
Payable Subsequent to 1941. 


751,749.32 


Reserves: 

For fire losses, public liability and compensation 
claims. 2,381,776.85 


Capital Stock and Earned Surplus: 
Capital stock, common— 

Authorized—10,000,000 shares 


of $ 10 each $100,000,000.00 

Issued—5,517,881.7 shares $ 55,178,817.00 

Earned surplus, per statement 

attached. 59,731,661.76 

$114,910,478.76 

Deduct —Cost of 27,960 shares of 

capital stock held in treasury 716,276.92 114,194,201.84 


$132,670,582.01 


To the Board of Directors and February 10, 1941 

The Stockholders of 

S. S. Kresge Company: 

We have examined the consolidated balance sheet of S. S. Kresge Company (a Michigan corpora¬ 
tion) and subsidiary companies as of Deceml>er 31, 1940, and the consolidated statement of income and 
surplus for the year then ended. In connection with our examination we reviewed the systems of account¬ 
ing control and procedures of the companies and examined or tested their accounting records and other 
supporting evidence, by methods and to the extent we deemed appropriate, but we did not make a 
detailed audit of the transactions. 

In our opinion, the accompanying consolidated balance sheet and related consolidated statement 
of income and surplus present fairly the consolidated position of S. S. Kresge Company and subsidiary 
companies at Deceml>er 31, 1940. and the results of their operations for the year then ended, in con¬ 
formity with accepted accounting principles applied on a basis consistent with that of the preceding year. 

PRICE, WATERHOUSE & CO., 

Certified Public Accountants 






















S. S. KRESGE COMPANY 

(A Michigan Corporation) 

AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENT OF INCOME AND SURPLUS 
FOR THE YEARS ENDED DECEMBER 31, 1940 and 1939 

Year 1940 Year 1939 

Sales $158,678,509.41 S153,911,145.45 


Deduct: 

Cost of merchandise sold and operating ex¬ 
penses including general and administra- 



tive expenses (less income from rentals) 
Taxes: 

Property, franchise, state income, social 

S135,901,874.45 

S131,745,608.61 

security, etc. 

Sales and gross income taxes paid in excess 

4,795,884.85 

4,856,274.08 

of amounts collected 

263,806.53 

269,225.26 

Provision for depreciation and amortization 

3,789,613.97 

3,814,752.33 

Together 

S144,751,179.80 

S140,685,860.28 

Profit before other income and deductions 

Other income: 

$ 13,927,329.61 

S 13,225,285.17 

Interest received 

35,644.09 

20,150.64 

Miscellaneous 

9,934.37 

12,780.87 

Together 

Other deductions: 

S 13,972,908.07 

S 13,258,216.68 

Interest on mortgages, etc. 

Loss on disposal of fixed assets, lease cancella¬ 

S 133,212.61 

S 188,871.37 

tions, etc.. 

269,306.54 

158,721.68 

Profit before U. S. A. and Dominion of Canada 

S 402,519.15 

S 347,593.05 

income taxes 

Provision for U. S. A. and Dominion of Canada 
income taxes (estimated): 

U. S. A. and Dominion of Canada normal 

S 13,570,388.92 

$ 12,910,623.63 

income taxes 

S 3,250,000.00 

S 2,460,000.00 

Dominion of Canada excess profits tax 

250,000.00 

— 


S 3,500,000.00 

S 2,460,000.00 

Net profit for the year 

$ 10,070,388.92 

S 10,450,623.63 

Earned surplus at beginning of vear 

Surplus adjustments: 

Exchange adjustments arising from express¬ 
ing Canadian subsidiary’ company’s net 

57,072,455.20 

53,720,363.91 

assets in U. S. dollars 

Reduction in reserve for claims against closed 

57,490.88 

158,962.25* 

banks 

Credit arising from adjustment of fixed asset 

50,528.98 

— 

accounts, applicable to prior years. 

— 

48,268.51 

Facilities in Germany written off 

107,878.32* 

— 

Appropriation to reserve for fire losses 

— 

400,000.00* 

Deduct: Cash dividends on common stock— 

S 67,142,985.66 

S 63,660,293.80 

$1.35 a share in 1940; $1.20 a share in 1939 

7,411,323.90 

6,587,838.60 

Earned surplus at end of year 

S 59,731,661.76 

S 57,072,455.20 


Sote —See note to balance sheet. * Denotes deduction. 

J. E. HEARST 
Comptroller 
































BALANCE SHEET AND INCOME ACCOUNT COMPARISONS 


For your information comparative data relative to the balance 
sheet and income account has been prepared, after giving effect 
where necessary to a reclassification of certain items in prior years. 


Year 
End 
Dec. 31 

Excess of Cash 
and 

Gov’t Securities 
Over 

Current Liabilities 

Ratio of 
Current 

Assets 

to 

Current 

Liabilities 

Net 

Working 

Capital 

Percentage of 
Y'ear End 
Inventories 
to Sales 

1936 

$ 4,801,258. 

2.72 to 1 

$24,872,062. 

13.24 

1937 

5,046,110. 

3.18 to 1 

26,832,341. 

13.88 

1938 

10,513,904. 

3.55 to 1 

28,853,355. 

12.10 

1939 

12,204,476. 

3.31 to 1 

31,311,465. 

12.20 

1940 

12,372,492. 

3.14 to 1 

32,773,550. 

12.66 


Year 
End 
Dec. 31 

Percentage 
of Fixed 
Assets 
to 

Total 

Assets 

Bank Loans 
and 

Funded Debt 

Net Earnings 
as Reported 

Dividends 

Declared 

Per 

Sales 

Dollar 

Per 

Common 

Share 

Per 

Sales 

Dollar 

Per 

Common 

Share 

1936 

64.13 

$6,216,615. 

$.074 

$1.98 

$.049 

$1.30 

1937 

65.04 

4,263,344. 

.069 

1.94 

.042 

1.20 

1938 

64.93 

4,080,012. 

.060 

1.63 

.044 

1.20 

1939 

62.59 

3,394,637. 

.068 

1.89 

.043 

1.20 

1940 

61.04 

2,284,975. 

.063 

1.82 

.047 

1.35 


























SALES INCOME AND ITS DISTRIBUTION 
YEARS 1939 AND 1940 


AMOUNT % TO SALES 


PARTICULARS 

1940 

1939 

1940 

1939 

Sales 

Amounts taken in for merchan¬ 
dise sold. 

S158,678,509 

$153,911,145 

100.00 

100.00 

Cost of merchandise sold and 
expenses exclusive of taxes, 
salaries and wages and inter¬ 
est paid 

114,473,137 

111,053,034 

72.14 

72.15 

Balance 

The amount remaining to pay 
taxes, wages and interest and 
including the profit for the year 
of $10,070,388.92 in 1940 and 
$10,450,623.63 in 1939. 

S 44,205,372 

$ 42,858,111 

27.86 

27.85 

DISTRIBUTION 





1. Taxes 

Real estate, personal property, 
State and Federal franchise 
and income taxes, sales taxes, 
licenses, etc. 

$ 8,559,691 

$ 7,585,499 

5.39 

4.93 

2. Salaries and Wages 

The employees share. 

25,442,080 

24,633,117 

16.03 

16.00 

3. Interest paid for use of bor¬ 
rowed money 

133,212 

188,871 

.08 

.12 

4. Cash Dividends 

Paid to stockholders for use of 
their money—Si.35 on each 
share in 1940 and $1.20 on 

each share in 1939. 

7,411,324 

6,587,839 

4.68 

4.28 

5. Earnings retained in the bus¬ 
iness 

2,659,065 

3,862,785 

1.68 

2.52 


S 44,205,372 

$ 42,858,111 

27.86 

27.85 


i 

































